
NECA
2120 L. St., NW, Suite 650 • Washington, DC 20037

Gina Harrison
Government Relations
Senior Counsel, Director

January 14, 2002

Ms. Magalie Roman Salas, Secretary
Federal Communications Commission
The Portals
445 Twelfth Street, S.W.
Washington, D.C. 20554

Voice: 202-263-1650
Mobile: 202-487-6322

Fax: 202-776-0078
Email: gharris@neca.

Re: Ex Parte Notice: Universal Service, CC Docket o.
96-45; MAG Plan, CC Docket No. 00-256; 2002 Aver ge
Schedules, APD 01-7; Average Schedule Simplificati ,
CC Docket No. 01-174

Dear Ms. Salas:

On Friday, Brian O'Hara ofNTCA, Stuart Polikoff ofOPASTCO, Ed Kania ofUSTA
and Rick Askoff and I ofNECA met, to discuss the methodology for USF cost recovery,
as reflected in the attached material, with Common Carrier Bureau Chief Dorothy
Attwood, Deputy Chief Carol Mattey, Bureau Legal Counsel Jessica Rosenworcel and
with Accounting Policy Division Chief Katherine Schroder. In addition, Mr. Askoff and
I discussed MAG Plan implementation and the status of the above-referenced average
schedule dockets, with Ms. Mattey and Rosenworcel, and with Accounting Policy
Assistant Division Chief Bill Scher. In accordance with FCC rules, kindly make this
notice part of the record in these proceedings, and direct any questions to me.

Sincerely,
y.;! . ,.,-
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Cc: D. Attwood

C. Mattey
J. Rosenworcel
K. Schroder
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• 4 Periods in the Evolution of Universal
Service
- Pre:-19g4 ("PJ+,e..Pive§~it1;1:rePer~()d")

- 1984 tol'9'8'~{"Posf.;;·I}i!estitureP~riod")

- li989· to 1991

- CurrentPerlod



• Universal Service Goals Accomplished via
Complex "Separations" Process.

• No.n-tra·ffic sensitive costs oflocal network allocated based on
traffic...sensitive sUbscriber plant·.factot (".SPF").

• Inhigh-cost..areas, SPF~base.dallocationsh.elpedkeep local
service rates affordable.

••• Interstate-.alloqated costs c()v.e:red by AT&T.via "Division of
ReveNues" and "settlements" processes.

• 1970's --{)therIXCs begin to contribute via "ENFIA"
charges.



• Division of Revenues Process Replaced with "Access
Charge"System in 1984.

III· Universal Service costs recovered thr.ough mandatory NECA Carrier
Common Line (CCL)cha.rge.

• CCL charge§.. paidby .all IXG.§.

• C.oncems abQlJtillcreC,lsipg level of SJ>FaHocatiotls,.poor
tatg~tihg leet FqqtQre.vises~p(i:rafiQIis rfil¢s:

.. SPF '~frozen"at 1981 level.

• B~ginning. in 198b,·. interstateNTS
x

al1ocationstransitioned··from
frozen.SPFtQ.flat tw~nty-fivepercent (grossallQcator) ov.er .8-yea.r
period.

• New."High·CostFund"ereated.
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• High Cost FHnd
• Offset reductiohs in NTSallocations caused by SPF

transition.

• 8pecificallytargeteg to hign-¢0sI<;ompanies.
- 115% and 150%N.t\CPLthresholdS.

• 'f"BxpenseadjusttnenI"~tlocatesmgher p€rcentage of
loopcostslointerstate.

• "B yearpl1ase~inmirr()redphase,~olJ.t 0 fSPF.
• RCF revellue requirements included in NECA

Carrier CQlUll1f)n ,Line aR£esS cnarge, paid by IXCs.



• Additional Universal Service Programs
• "Lifeline A~sistance" ll.l1~s adopted in 1985.

-LArevenue requirements included in CCLcharge.

• "weigflt~ilDEM"rUl'~,sadopteclltl 1987.
~.. AdditionaJ in~erstateas§igpmentsincluded in local

switchillg>access charg~s.



• New "NTS Recovery" rules.
• LECs permitted to file individual carrier common line rates.

II Long Term Support mechanism instituted for NECA Common
LinePool··members.

• High Cost and Lifeline Assistance Universal Service amounts
removed from CCL Charges.

•• Universal Service ~osts recpv~redvia monthly tariff charges
assessed on largest IXCs based onpresubscribed ("1+") lines.



• Line-Based Assessment Mechanism Presents
Adlllinistrative:'·ehallenges
- 19891~gal challeJ:lge.

I)isputeso\?~l' accuracyt'):f:historical.rSLcounts, lag
times, etc.

IIComplexadjpstmentfueehanisms required

11II Multi..carrief use of Carrier.Identification Codes {"CIQs")
created additionalbilliIlgdisputes.

• Low volume/line carriers claimed that per line system was
inequitable.



• 1996 Act leads to changes in USF System.
• Creates new Schools & Libraries and RuraLHealth Care

programs.

• R-equires that universal service·funds be "explicit".

• Establishes'~(lll cartier"cot!gibution obligation.

- Un~v~rsltl $..~r!i~ePrqGe~cl~l1g

II FCC consolidates variousl]hi-versal Service mechanisms

• R-e.quites all carrierstocontrib-utebased on interstate end user
revenues.

- Similar toTRSm~chanism, in plac.esince 1993.



• Current System a Success Story.
-Over 2,500 carriers uowcoutribute to USF

mechanisms via.F~'\'eutle:"bas~dcha.Fges.

~Costs ofsupporting·tfiterstatel..fSFmechanisms
nowtsliar~q;eEluitably~nHJflg..m.ostinterstate

.
carrIers.
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· Not€:LECshare exp~cted to increase.furth€r due to
SLC increases from CALLS and MAG Orders.

Carrier Group \Year Pre-1998 1998 1999 I 2000
.....

ILECs 0% 15.76% 15;51% I 16.20%

CLECs 0% 1.500/0 1.81% I 1.97%..

Payphone 0% 0.11% 0.12% I 0.10%

Wireless 5.14% 6.56% I 7.710/0
.....

IXCs 100% 77.49% I 76.00% I 74.02%



• LECICMRS-onlypayment system plainly
unlawful.
- Act requires "[e]v~ry telecommunications

carriertl1.~t'pro'Videsjnterstate

telecommunications.services~' to contribute on
atn ."equit£iQI~jandhq!1~l~CriminatgtYbasis."

- Fl~t-fe~fuethQJrotf:)gy unfairl~/shifts burdens to
low-volume users.

- Gives some interstate c~rriersa'·'fteeride."



• Alternative systems fraught with
administrative problems.
- Lille~based syst~m8 plagued by carrier

identificafibll and .data.,collectionproblerns.

~ .1tl1oc·atioIls.·•••·.base·d···on·····"collecte.d"revenues
would cause efficient carriers to subsidize
inefficlentcarrlers.



• All carriers mast contribate on an eqaitable basis.

• Line":based mechanisms ilJlpose sigllificant
administrative·burdens and are unfair to low­
v()lumeusers.

leftlrI pla9~:~

-ContinueusingBilled re:venues rather/than collected
revenues.



MAG ORDER

PETITION FOR RECONSIDERATION
AND/OR CLARIFICATION

~ NECA 12/14/01 Ex Parte identified anomalies that may prevent successful implementation of
the ICLS mechanism.

o Data reporting requirements set forth in the rules may not provide the Administrator with
sufficient information to calculate ICLS amounts.

o Data reporting deadlines specified in the revised rules do not provide rate-of-retum
carriers with enough time to calculate the required information.

~ Commission can resolve these issues by making minor modifications to sections 54.903(a)(3)
and 54.903(a)(4) of its rules. Draft rule language attached to NECA Ex Parte.

~ NECA Ex Parte incorporated in Petition for Reconsideration filed 12/31/01

y The Commission must act promptly to resolve these issues. lfthe current rules are left in place,
it is not clear Twhether the lCLS mechanism can be implemented in the coming months.

CC Docket No. 00-256
National Exchange Carrier Association, Inc.
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